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According to a Euromoney special supplement (August 1990), the Mexican economy ranks as
the healthiest among nations with high foreign and domestic debt to GDP ratios. In 1989, real
GDP growth was 2.9%, and inflation fell to an annual rate of 20% from 52% in 1988. Meanwhile,
no significant capital inflows took place. The national government realized a primary budget
surplus equal to 8.3% of GDP in 1989. The government's Pact for Stability and Economic Growth
(PECE), which has been extended until January 1991, froze prices on private sector goods, and
has maintained a low minimum wage despite union pressure. In April 1990, Mexico completed a
Brady debt-reduction arrangement with foreign bank creditors. Ten percent of the banks chose
to lend new money. A total of $22.5 billion in debt was converted at face value into 30-year debt
service reduction bonds, paying a fixed 6.25% per annum, with an 18-month interest guarantee
and principal fully collateralized by US Treasury zero-coupon bonds. Other banks converted their
debt at 65% of face value into $11.6 billion of 30-year principal reduction bonds. Savings from the
restructuring vary between $4 billion and $1.7 billion a year. Earlier this year, the US provided
Mexico with $1.3 billion in emergency loans after its reserves had fallen to $3.5 billion. On Aug.
23, Notimex reported that GDP growth could surpass 3% in the second half of the year. In the first
quarter of 1990, the growth rate was 1.8%, and for the second quarter, estimates indicate a rate of
over 2%. On Sept. 11, Antonio Suarez, general manager of the private consulting firm CIEMEXWEFA, told participants at a seminar on agro-export promotions in Mexico City that the national
economy is expected to grow at an annual average of 4% between in the 1990-1994 period. He said
that growth should be controlled in the first years to avoid "overheating" of the economy, and with
this, higher inflation. (Basic data from Notimex, 08/23/90, 09/11/90; Euromoney special supplement,
August 1990)
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